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WISCONSIN SENATE PRESIDENT
SENATOR BRIAN D. RUDE

MEMO TO: MEMBERS, ASSEMBLY COMMITTEE ON HOUSING
REP. CAROL OWENS - CHAIR

FROM: SENATOR BRIAN RUDE

DATE: APRIL 4, 1996

RE: SB 387

Thank you for the opportunity to appear before you today in support of Senate Bill 387
relating to the financial responsibility of persons who perform on one-family and 2-family
dwellings work for which a building permit is required.

This bill came about as the result of legislation which passed last session related to
contractor certification. At the time the contractor certification legislation was debated,
Senator Gwen Moore raised several objections to the proposal, specifically those related to
bonding requirements. Senator Moore felt the bill would adversely affect minority and
other small contractors in her district who would have difficulty affording the required
bonds as well as other certification requirements such as Workers Compensation and
Unemployment Compensation. :

At the time the bill was debated, Senator Moore agreed to remove her objections to the bill
if they could be addressed at a later date. I made the commitment to Senator Moore to
work with her in the future to address her concerns and the bill passed and was eventually

signed into law.
The legislation before you extends the applicability of the contractor financial
responsibility law to contractors who perform work on one-family or 2-family dwellings
with the following provisions:

1). the bond level is dropped from $25,000 to $5,000;

2). current WC and UC requirements are unaffected; and,

3). the Department of Industry, [.abor and Human Relations is directed to

develop a brochure containing information a consumer should know

when hiring a contractor.

When the bill had its public hearing in the Senate, several concerns were raised by those in
attendance. Senate Amendment #1 was drafted in response and addresses all concerns
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which have been shared with my office to date. The amendment contains the following
three changes to the bill:

1). language suggested by the Wisconsin Builders Association related to the
reduction of the current minimum bond amount which states that if a
builder chooses a bond of less than $25,000, he or she agrees not to engage
in any construction contract for more than the face value of the bond

amount;

2). technical language suggested by the Wisconsin Insurance Alliance relating
to a concern raised dealing with the wording of 101.654 (2) (a) 1 of the
statutes; and,

3). a deletion of the requirement that DIILHR prepare and distribute a

consumer education brochure. We have received a commitment from Pat
Osborne that the department will comply with this intent but they do not
want this type of requirement in the statutes.

Attached to this testimony is information from both the Wisconsin Builders Association
and the Wisconsin Insurance Alliance related to their two suggestions.

Again, I appreciate the opportunity to appear before you in support of this legislation.
Senator Rude asked that I specifically thank Rep. Owens for her timely hearing on this
legislation.
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Wisconsin Builders Association

MEMORANDUM
TO: State Senate Human Resources Committee
FROM: Jerry Deschane, Director of Government Affairs
DATE: December 6, 1995
RE: . Senate Bill ‘3 87

The Wisconsin Builders Association supports Senate Bill 387, but requests that the
committee make a technical modification to assure the public of continued protection from
financial risk. The amendment that we seek relates to the provision of the bill which
reduces the current minimum bond amount from $25,000 to $5,000.

We recommend this modification:

# If a builder wishes to utilize a bond of less than $25,000, he or she must agree not
to engage in any construction contract for more than the face value of the bond
amount. This restriction would be indicated on the builder’s Certificate of

Financial Responsibility, which is presented to the local official responsible for
issuing building permits.

This will allow an individual to obtain a small bond, but at the same time it will not expose
the builder’s customers to undue risk.

The bond would remain an alternative to the builder obtaining general liability insurance.
The WBA continues to maintain that general liability insurance is the preferred alternative.

If the builder uses the general liability option, there would be no limitation on the
construction contract.

According to DILHR, no contractor has opted to use the bond alternative. Our research
indicates that these bonds are not currently available in Wisconsin.

Aside from this one technical amendment, the WBA supports SB 387. The bill addresses
language in the statutes that has been limiting coverage of the program to homes built since
1980. It makes the insurance company notification requirements uniform with current
insurance practices, and it requires DILHR to produce a consumer information brochure.

In summary, Senate Bill 387 makes a number of non-controversial mid-course adjustments
to the contractor financial responsibility program.
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DATE: January 18, 1996
MEMO TO: Senator Brian Rude
WI Builders Assoc. - Jerry Deschane
Dept. of ent - Pat Osborne
FROM: Eric En
: SB 387 - Bond requirements

This memo is follow-up to the pupniic hearing on the
captioned where concern was raised regarding the bond

requirements of the underlying statutes as modified
by this bill.

A number of bonding companies have indicated to us
that the lack of bonds being purchased to comply with
section 101.654(2) (a)1l is because the underlying
statute was defectively drafted in requiring that the
bond be conditioned upon "complying" with the
building code and that it act "as indemnity" for
losses. Bonds are not contracts of indemnity and the
statute creates unfamiliar territory for bonding
companies in the dual requirement that the bond be a
"compliance" bond but also act "as indemnity for any
loss".

This technical ﬁroblem can easily be cured by
amending the bill to delete the language at line 7-12
at page 3 and insert the following:

§vc "101.654 (2)(a) 1 A bond endorsed by a surety
company authorized to do business in this state
of not less than $5,000 conditioned upon the
principal complying with all applicable
provisions of the one and two family dwelling
code and any ordinance enacted under section
101.65 (1) (a)."

We have checked with a number of bonding companies
who have indicated that their ability to issue such
bonds will not be conditioned upon the insured having
the alternatively required liability coverage.

We are in the process of continuing to check on this
matter, but subject to additional comment received
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from other bonding companies, we believe that the amendment as

quoted above will speak to the underlying concerns raised durlng
the course of the public hearing.

If we can be of further service, please feel free to call on me.
cc: Capitol Indemnity - Laurel Stevenson

0l1d Republic - Jim Lee
Cook & Franke - Brian Mitchell




